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during which the household is the tax-
payer’s place of abode. A temporary ab-
sence due to special circumstances in-
cludes a nonpermanent absence caused
by illness, education, business, vaca-
tion, or military service.

(c) Limitations—(1) General rule. If for
a taxable year, a taxpayer’s modified
adjusted gross income does not exceed
the applicable statutory base amount,
no amount of unemployment com-
pensation is included in gross income
for the taxable year. If there is such an
excess, the taxpayer includes in gross
income for the taxable year the lesser
of the following:

(i) One-half of the excess of the tax-
payer’s modified adjusted gross income
over such taxpayer’s base amount, or

(ii) The amount of unemployment
compensation.

(2) Exception for fraudulently received
unemployment compensation. If a tax-
payer fraudulently receives unemploy-
ment compensation under any govern-
mental unemployment compensation
program, then the entire amount of
such fraudulently received unemploy-
ment compensation must be included
in the taxpayer’s gross income for the
taxable year in which the benefits were
received. Thus, the limitation in sec-
tion 85 and in paragraph (c)(1) of this
section, does not apply to such
amounts.

(3) Examples. The application of this
paragraph may be illustrated by the
following examples:

Example (1). H and W are married taxpayers
who for calendar year 1979 file a joint income
tax return. During 1979 H receives $4,500 of
disability income that is eligible for an ex-
clusion under section 105(d). W works for
part of 1979 and receives $20,000 as compensa-
tion and also receives $5,000 of unemploy-
ment compensation in 1979. Assume that H
and W’s adjusted gross income is $20,000. The
modified adjusted gross income of H and W is
$29,500 ($4,500 + $20,000 + $5,000). Since their
modified adjusted gross income ($29,500) is
greater than their base amount ($25,000),
some of the unemployment compensation re-
ceived by W must be included in their gross
income on their 1979 joint income tax return.
Under paragraph (c)(1) of this section, of the
$5,000 which is unemployment compensation,
the lesser of $2,250 (($29,500—$25,000)÷2) or
$5,000 must be included in their gross in-
come. Thus, $2,250 of the $5,000 received by W
in 1979 is included in the gross income of H

and W on their joint income tax return for
1979.

Example (2). Assume the same facts in ex-
ample (1) except H received $5,000 of dis-
ability income that is eligible for an exclu-
sion under section 105(d) and W receives
$28,000 as compensation, and $4,000 which is
unemployment compensation. Assume that
H and W’s adjusted gross income is $28,000.
The modified adjusted gross income of H and
W is $37,000 ($4,000 + $28,000 + $5,000). Since
their modified adjusted gross income
($37,000) is greater than their base amount
($25,000), all of the unemployment compensa-
tion received by W must be included in their
gross income on their 1979 joint income tax
return. Under paragraph (c)(1) of this sec-
tion, of the $4,000 which is unemployment
compensation, the lesser of $6,000 (($37,000—
$25,000)÷2) or $4,000 must be included in their
gross income. Thus, all of the $4,000 unem-
ployment compensation received by W is in-
cluded in the gross income of H and W on
their joint income tax return for 1979.

(d) Cross reference. See section 6050B,
relating to the requirement that every
person who makes payments of unem-
ployment compensation aggregating
$10 or more to any individual during
any calendar year file an information
return with the Internal Revenue Serv-
ice.

[T.D. 7705, 45 FR 46069, July 9, 1980]

§ 1.88–1 Nuclear decommissioning
costs.

(a) In general. Section 88 provides
that the amount of nuclear decommis-
sioning costs directly or indirectly
charged to the customers of a taxpayer
that is engaged in the furnishing or
sale of electric energy generated by a
nuclear power plant must be included
in the gross income of such taxpayer in
the same manner as amounts charged
for electric energy. For this purpose,
decommissioning costs directly or indi-
rectly charged to the customers of a
taxpayer include all decommissioning
costs that consumers are liable to pay
by reason of electric energy furnished
by the taxpayer during the taxable
year, whether payable to the taxpayer,
a trust, State government, or other en-
tity, and even though the taxpayer
may not control the investment or cur-
rent expenditure of the amount and the
amount may not be paid to the tax-
payer at the time decommissioning
costs are incurred. However, decommis-
sioning costs payable to a taxpayer
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holding a qualified leasehold interest
(as described in paragraph (b)(2)(ii) of
§ 1.468A–1) are included in the gross in-
come of such taxpayer, and not in the
gross income of the lessor.

(b) Examples. The following examples
illustrate the application of the prin-
ciples of paragraph (a) of this section:

Example (1). X corporation, an accrual
method taxpayer engaged in the sale of elec-
tric energy generated by a nuclear power
plant owned by X, is authorized by the public
utility commission of State A to collect nu-
clear decommissioning costs from ratepayers
residing in State A. With respect to the sale
of electric energy, X includes in income
amounts that have been billed to customers
as well as estimated unbilled amounts that
relate to energy provided by X after the pre-
vious billing but before the end of the tax-
able year (‘‘accrued unbilled amounts’’). The
decommissioning costs are included in the
monthly bills provided by X to its ratepayers
and the entire amount billed is remitted di-
rectly to X. Under paragraph (a) of this sec-
tion, the decommissioning costs must be in-
cluded in the gross income of X in the same
manner as amounts charged for electric en-
ergy (i.e., by including in income decommis-
sioning costs that relate to amounts billed
as well as decommissioning costs that relate
to accrued unbilled amounts). The same rule
would apply if the decommissioning costs
charged to ratepayers were separately billed
and the amounts billed were remitted to
State A to be held in trust for the purpose of
decommissioning the nuclear power plant
owned by X. In that case, X must include in
gross income decommissioning costs that re-
late to amounts billed as well as decommis-
sioning costs that relate to accrued unbilled
amounts.

Example (2). Assume the same facts as in
Example (1), except that X and M, a munici-
pality located in State A, have entered into
a life-of-unit contract pursuant to which (i)
M is entitled to 20 percent of the electric en-
ergy generated by the nuclear power plant
owned by X, and (ii) M is obligated to pay 20
percent of the plant operating costs, includ-
ing decommissioning costs, incurred by X.
Under paragraph (a) of this section, the de-
commissioning costs that relate to electric
energy consumed or distributed by M during
any taxable year must be included in the
gross income of X for such taxable year. The
result contained in this example would be
the same if M was a State or an agency or in-
strumentality of a State or a political sub-
division thereof.

(c) Cross reference. For special rules
relating to the deduction for amounts
paid to a nuclear decommissioning

fund, see § 1.468A–1 through § 1.468A–5,
1.468A–7, 1.468A–8.

(d) Effective date. (1) Section 88 and
this section apply to nuclear decom-
missioning costs directly or indirectly
charged to the customers of a taxpayer
on or after July 18, 1984, and with re-
spect to taxable years ending on or
after such date.

(2) If the amount of nuclear decom-
missioning costs directly or indirectly
charged to the customers of a taxpayer
before July 18, 1984, was includible in
gross income in a different manner
than amounts charged for electric en-
ergy, such amount must be included in
gross income for the taxable year in
which includible in gross income under
the method of accounting of the tax-
payer that was in effect when such
amount was charged to customers.

[T.D. 8184, 53 FR 6804, Mar. 3, 1988]

ITEMS SPECIFICALLY EXCLUDED FROM
GROSS INCOME

§ 1.101–1 Exclusion from gross income
of proceeds of life insurance con-
tracts payable by reason of death.

(a)(1) In general. Section 101(a)(1)
states the general rule that the pro-
ceeds of life insurance policies, if paid
by reason of the death of the insured,
are excluded from the gross income of
the recipient. Death benefit payments
having the characteristics of life insur-
ance proceeds payable by reason of
death under contracts, such as work-
men’s compensation insurance con-
tracts, endowment contracts, or acci-
dent and health insurance contracts,
are covered by this provision. For pro-
visions relating to death benefits paid
by or on behalf of employers, see sec-
tion 101(b) and § 1.101–2. The exclusion
from gross income allowed by section
101(a) applies whether payment is made
to the estate of the insured or to any
beneficiary (individual, corporation, or
partnership) and whether it is made di-
rectly or in trust. The extent to which
this exclusion applies in cases where
life insurance policies have been trans-
ferred for a valuable consideration is
stated in section 101(a)(2) and in para-
graph (b) of this section. In cases where
the proceeds of a life insurance policy,
payable by reason of the death of the
insured, are paid other than in a single
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